project.'* Since FHFA'’s alternative approach is not expected to be complete until the end
of calendar year 2021, we urge FHFA to set and communicate clear expectations for the
Enterprises’ reporting to FHFA on their 97% LTV mortgage programs and to continually
assess the quality of data used to monitor the Enterprises’ 97% LTV mortgage programs
during the interim period.

FHFA Comments to Recommendation 3

FHFA agrees with this recommendation and noted that OHRP will clarify expectations for
policy monitoring reporting, including guidance on reporting frequency, in its Review Process
Document. OHRP will reinforce its expectations by sharing OHRP’s updated Review Process
Document with staff and by publishing it on OHRP’s Gateway site. OHRP also plans to set
up quality assurance processes to ensure policy monitoring reporting (e.g., monitoring
dashboard or other such reporting).

OIG Response. We consider FHFA'’s planned corrective actions responsive to the
recommendation. In following up on FHFA’s management response to this report, an FHFA
official told us that a firm target date for completing all planned corrective actions will be
established after October 30, 2020.

OBIJECTIVE, SCOPE, AND METHODOLOGY ....ccccccteuirunrenirarannnnnns

We performed this audit to assess whether the risk mitigant of FHFA'’s review of Enterprise
data on loan delivery volumes, loan performance, and average credit parameters occurred
during the period January 1, 2017, through December 31, 2019.

To address our objective, we:

e Researched and identified applicable laws, regulations, and other guidance that relate
to FHFA'’s oversight of the Enterprises’ 97% LTV mortgage programs, including:

14 A March 2019 OIG audit of Fannie Mae mortgage purchases included tests using Fannie Mae’s single-
family acquisition data in MLIS. In performing those tests, we found instances where data fields for the
selected credit terms either were missing information or were shown as “unknown.” The largest instance —
more than 10% of single-family acquisitions during our review period — was the MLIS data field for the
property valuation method. We made one recommendation to FHFA to address this issue. See OIG, Fannie
Mae Purchased Single-Family Mortgages, Including those Purchased through Master Agreements, in
Accordance with Selected Credit Terms Set Forth in its Selling Guide for 2015-2017 (Mar. 27, 2019) (AUD-
2019-006) (online here). FHFA completed corrective action for the recommendation and we closed it in
September 2019.
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Recommendation 3: Clarify and reinforce OHRP s guidance regarding the frequency of 97%
LTV mortgage program Monitoring Dashboard preparation to OHRP staff and ensure that the
Monitoring Dashboards are prepared and reviewed in accordance with that guidance.

Management Response: FHFA agrees with this recommendation. ORHP will clarify
expectations for policy monitoring reporting, including guidance on reporting frequency, in its
Review Process Document. We will reinforce our expectations by sharing OHRP’s updated
Review Process Document with staff and by publishing on OHRP’s Gateway site. We will also
set up quality assurance processes to ensure policy monitoring reporting (e.g.., monitoring
dashboard or other such reporting).

We would like to thank the OIG staff for their work on this audit. If you have any questions
related to our responses, please contact Maria Fernandez.

oot Chris Bosland
Kate Fulton
Moji Adelekan
John Major
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ADDITIONAL INFORMATION AND COPIES.......ccoovurenrennrennnnnneen

For additional copies of this report:
e Call: 202-730-0880
e Fax: 202-318-0239

e Visit: www.fhfaoig.gov

To report potential fraud, waste, abuse, mismanagement, or any other kind of criminal or
noncriminal misconduct relative to FHFA’s programs or operations:

Call: 1-800-793-7724

Fax: 202-318-0358

Visit: www.fhfaoig.gov/ReportFraud

Write:

FHFA Office of Inspector General
Attn: Office of Investigations — Hotline
400 Seventh Street SW

Washington, DC 20219
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